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On April 25, 1961, China and Laos established diplomatic relations. In past 
decade, Laos has felt and shared more and more influence brought by China’s Rise in 
this country and China has become the largest foreign investors in Laos in 2010. China’s 
targets investment areas focusing on mining, energy, and industry of Laos. Chinese 
investors paid attention to investment on mining sectors due to Laos ranked one of the 
most resource-rich countries in Asia and it has substantial reserves of gold, copper, tin, 
zinc, gypsum, etc. Energy sector is also attraction to Chinese investors. Laos is covers 
by 600,000 hectares of water. These water resources represent 23,000 megawatts of 
exploitable possible hydro-power. Besides, the water quality of Lao river is considered 
to be good, with high oxygen levels and low nutrients. Laos shares border with China, 
making it an attractive choice for investment. For China, the strategy location of Laos is 
also an important channel for Chinese goods entering to the ASEAN market.  
Lao’s trade with China is imbalanced for several years caused by few of products 
could meet China market. The Lao PDR’s imports from China are concentrated in 
industrial products and goods import for investment while exports to China are 
concentrated in agricultural products, minerals, wood and wood products. In northern 
Laos, Chinese goods are increasingly integrate into the Lao market because the 
transaction and shipping costs are lower due to the shorter distance to China. In the 
central and southern parts of Laos, Chinese goods are facing of products competition 
from Thailand and Vietnam because Thai and Vietnamese producers have been grasp 
with the large shares of market in these areas for many years. Northern Lao currently 
faces infrastructure problems, including a lack of quality roads which obstruct 
commodity circulation and flow between the mountainous terrain in northern Laos and 
the southern part of the countries.  
A flood of cheap Chinese product has come into Laos, particularly the north of 
Laos. It imposes both positive as well as negative effect on Lao’s economy and 
development. Lao people would enjoy with the cheap products from China. At the same 















cheaper supply or producer goods. Chinese motorcycles, construction material, vehicles 
& spare parts, electric products and equipment are popular in the Lao society. 
China’s financial assistance to Laos started from 1959. China’s financial 
assistance paid attention to the development of Lao’s transportation infrastructure, 
especially in northern part of Laos such as highways linking China with Thailand. For 
example, HouagXay-ChiangKhong Bridge remains to be the link of route No.3 along the 
NSEC and the development of the railway system in Laos. 
This paper is an attempt to give an overview of the current situation of China-
Laos economic ties and to identify the opportunities and challenges for the role of the 
Chinese in Lao’s development, particularly increasing Chinese economic presence in 
Laos. In order to illuminate these concerns, this study is designed to analyse the China’s 
trade, foreign direct investment (FDI), and official development assistance (ODA) in 
Laos. In addition, this study also examines Sino-Laos relations in the context of regional 
and sub-regional cooperation. 
 

























ABBREVIATION AND ACRONYMS 
 
ASEAN Association of South East Asian Nations 
APTA  Asia-Pacific Trade Agreement  
ACFTA ASEAN-China Free Trade Area 
ADB  Asian Development Bank 
AusAid Australian Agency for International Development 
CLMV  Cambodia, Lao PDR, Myanmar, Vietnam 
CBTA  Cross Border Transport Agreement 
CASP  Core Agriculture Support Program 
CEP-BCI  Core Environment Program and Biodiversity Conservation            
Corridors Initiative 
EDL  Electricity Du Laos 
EIA  Environmental Impact Assessment  
EGAT  Electricity Generating Authority of Thailand 
EHP  Early Harvest Program 
EU  European Union 
EWEC  East West Economic Corridor 
FDI   Foreign Direct Investment 
FTA  Free Trade Area 
GMS  Greater Mekong Sub-region 
GOL  Government of Lao PDR 
GDP  Gross Domestic Product 
IGA  Intergovernmental Agreement on Regional Power Trade 















IRN  International River Network 
IEE  Initial Environment Examination 
LDC  Least Development Countries 
MRC  Mekong River Commission 
MDG  Millennium Development Goal 
MEN  Ministry of Energy and Mines, Laos  
NGO  Non-Government Organization 
NERI  National Economic Research Institute 
NSEC  North South Economic Corridor 
NT2  Nam Theun 2 Hydroelectric Dam 
NTPC  Nam Theun 2 Power Company Limited 
ODA  Official Development Assistance 
OECD  Organization for Economic Co-operation and Development 
SMEs  Small and Medium-sized Enterprises 
SFA-TFI Strategies Framework for Action on Trade Facilitation and Investment 
UN  United Nations 
UNDP  United Nations Development Programme 
USSR   Union of Soviet Socialist Republics 
USA  United States of America 



















Table of Contents 
 
    ABSTRACT .................................................................................................................. IV 
ABBREVIATION AND ACRONGMS .......................................................................... V 
CHAPTER I: INTRODUCTION .....................................................................................2 
            1. Background ......................................................................................................... 2 
2. Research objective ...............................................................................................3 
        3. Limitation .............................................................................................................5 
            4. Methodology ........................................................................................................6  
5. Country’s profile  .................................................................................................7 
CHAPTER II: BILATERAL TRADE BETWEEN LAOS AND CHINA  .....................8 
1. Trade Relations  ...................................................................................................8 
1.1 China-Laos Trade Flows  .......................................................................8 
1.2 Trade Balance between China and Laos  .............................................11 
1.3 The bilateral trade Structure  ................................................................13 
1.4 Chinese’s Products Influence in Laos  .................................................13 
2. Lao PDR’s Cross Border Trade: Case Study in Boten, LuangNamTha  ...........17 
2.1 Province’s Background  .......................................................................17 
2.2 Border Trade Policy  ............................................................................17 
2.3 Laos-China Border Trade at Boten  .....................................................19 
3. Chinese Migrants into Laos  ..............................................................................23 
3.1 Chinese Migrants into Laos since the end of the Cold War  ...............23 
3.2 Chinese demographics in Laos  ...........................................................24 
3.3 Chinese migrant’s economic role  ........................................................25 
4. Laos’ Building Export Competitiveness  ...........................................................29 















4.2 Prepared of Lao Business into the Chinese Market  ............................30 
4.3 Building Export competitive of Laos entrepreneurs and import 
substitution  ............................................................................................................31 
CHAPTER III: CHINA’S INVESTMENT IN LAOS  ..................................................34 
1. Overview of China’s Outward Foreign Direct Investment  ...............................34 
2. The Position of China’s FDI in Laos  ................................................................37 
3. The Structure of China’s FDI in Laos  ...............................................................41 
3.1 China’s Investment in Mining  ............................................................42 
3.2 China’s Investment in Hydropower  ....................................................44 
3.3 China’s Investment in Transport Infrastructure  ..................................48 
3.4 China’s Investment in Manufacture, Agriculture and other sectors  ...50 
4. The Dynamics of China’s FDI in Laos  .............................................................52 
5. The Influence of China’s Investment on Laos  ..................................................54 
     CHAPTER IV: CHAINA’S DEVELOPMENT ASSISTANCE, ECONOMIC AND 
TECHNICAL COOPERATION  .......................................................................................57 
1. Official Development Assistance  .....................................................................57 
1.1 China’s Basic Policy of Foreign Aid  ..................................................57 
1.2 Review of ODA in Laos  .....................................................................61 
1.3 China’s Aid to Laos  ............................................................................65 
2. Economic and Technical Cooperation  ..............................................................68 
3. Human Resource Development  ........................................................................69 
CHAPTER V: CHINA-LAOS ECONOMIC RELATIONS IN THE CONTEXT OF 
REGIONAL COOPERATION  .........................................................................................75 
1. China-Laos Ties and GMS  ................................................................................75 
1.1 Background of GMS  ...........................................................................75 















1.3 North-South Economic Corridor  .........................................................80 
2. China-Laos Ties and ASEAN-China FTA  .......................................................83 
2.1 Background of ASEAN-China FTA  ...................................................83 
2.2 Impact of ASEAN-China FTA  ...........................................................84 
2.3 China-Laos Ties in ACFTA  ................................................................86 
CHAPTER VI: CONCLUSION  ...........................................................................90 
































LISTS OF TABLES 
Table 1: Lao PDR top 5 export and import market in 2010 (US$ million)  ..........10  
Table 2: Lao PDR trade with China, 2001-2010 (US$ million)  ...........................12  
Table 3: Structure of export from Laos to China, 2001 to 2010 (US$ million)  ...14 
Table 4: Structure of import from China to Laos, 2001 to 2010 (US$ million)  ...15 
Table 5: The value of import from Yunnan to Luang Namtha, 2001-2010 (USD) 21 
Table 6: The value of export from Luang Namtha to Yunnan, 2001-2010 (USD) 22 
Table 7: The value of transit trade 2006-2010 (USD)  ..........................................23 
Table 8: Chinese ownership of business in towns of Laos, 1959 ..........................26 
Table 9: Top four foreign enterprise registration, from August 2008 to December 
2010 (US$ million)  ...............................................................................................27 
Table 10: China’s major trading partner 2010 (US$ billion)  ................................29 
Table 11: China’s outward FDI by region, stock (US$ million)  ..........................36 
Table 12: China’s outward FDI stock into ASEAN countries, 2005-2010 
(US$ million) .........................................................................................................37 
Table 13: Lao’s foreign investment by country 2000-2010 (US$ million)  ..........40 
Table 14: Chinese’s investment in Laos by sectors, 2002-2010 (US$ million)  ...41 
Table 15: Foreign mining companies in Laos, 2008 ..............................................43 
Table 16: China investment on hydropower in Laos .............................................48 
Table 17: Actors of foreign assistance to Laos, 1955 to 1971 ...............................62 
Table 18: Actors of aid disbursement in Laos from 1975 to 1985 (US$ million)  63 
Table 19: Top 10 countries provide assistance to Laos on education area,         
2000 to 2010 ..........................................................................................................71 
Table 20: Top five ASEAN trade partners, ranked according to the 2009 levels 















Table 21: Laos export to and import from China (in percent),                                      
fiscal year 2001-2009 (US$ million)  ....................................................................86 
 
LISTS OF FIGURES 
Figures 1: The Lao PDR’s top four trade partner in 2010 .....................................11 
Figures 2: Import products from Yunnan to Luang Namtha                                                  
(in percent) 2001 to 2010 .......................................................................................21 
Figures 3: Export products from Luang Namtha to Yunnan                                               
(in percent) 2001 to 2010 .......................................................................................22 
Figures 4: Chinese ODA by region-stock, 2009 (US$ million)  ............................36 
Figures 5: The make-up of Chinese investment in Laos,                                               
2000-2010 (US$ million)  ......................................................................................42 
Figures 6: The Trans-Asian Railways (Kunming-Singapore Railway)   .......................50 
Figures 7: Geographical distribution of China’s foreign aid funds in 2009 ..........59 
Figures 8: Contributions to development assistance                                                           
by bilateral donors in Laos (1986-2003)  ...............................................................64 
Figures 9: Grant and loan by development partners to Laos, 2008-2009 ..............65 
Figures 10: Development partner disbursements in Laos 2008-2009 ...................66 

















































CHAPTER I INTRODUCTION 
2 
 
CHAPTER I: INTRODUCTION 
1. Background 
The increasing presence of China in Southeast Asia has been a topic of much 
media coverage and scholarly interest over recent years. This is also the case of the Lao 
People’s Democratic Republic (Lao PDR). Laos and China are friendly neighbors linked 
with mountains and waters, and the people of the two countries have existed in peace 
and union since the ancient times. Lao and Chinese people have maintained traditional 
exchange of visits, goods, and culture. People on the border areas have tightened their 
ties through marital bonds. On April 25, 1961, China and Laos established diplomatic 
relations and have upheld neighborly and friendly relations ever since. 
However, between the late 1970s and mid-1980s, their relations suffered twist and 
turns because of hostility between Vietnam and the Cambodian Khmer Rouge, supported 
by China. Although China-Vietnam was allies during the Vietnam War, the two countries 
conflict in 1979 led to a sharp deterioration in Sino-Lao relations. Vietnam's invasion of 
Cambodia to unseat the Prime Minister Pol Pot in 1978; Pol Pot aroused China into a 
limited invasion of Vietnam. Laos was taken in a dilemma, by making slightly delayed 
pronouncements in support of Vietnam and by sharply reducing diplomatic relations with 
China to the charge d'affaires level, without a full break. China-Vietnam relations began 
to improve in the late 1980s, and in 1989 China and Laos normalized relations. 
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Since then, bilateral relations have been unfurling at increasingly higher levels 
and with progressively wider extension. The political relationship and co-operation was 
strengthened. The leaderships of the parties and countries held regular meetings, which 
improved mutual understanding ministries, authorities and local administrations, both 
the party lines and the mass organizations of the two countries exchanged visits for the 
sharing of information and lesson, and signed agreements on mutual assistance. On 
November 11, 2000, Chinese President Jiang Zemin visited the Lao PDR. It was the first 
visit to Laos by a Chinese head of state that signaled the new importance China 
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